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1 Q. Please state your name and business address. 

2 A. My name is Michael W. Stokes. My business address is 993 Clocktower Dr., Ste A, 

3 Springfield, Illinois 62704. 

4 Q. By whom are you employed and in what capacity? 

5 A. I am self-employed as a partner with Kiesling Associates UP and am also a Certified 

6 Public Accountant, In addition to our Springfield, Illinois office, the firm has offices 

7 located in Wisconsin, Iowa and Colorado. The firm was founded in 1952 in Madison, 

8 Wisconsin and is currently providing accounting, auditing, consulting and other financial 

9 services to over 200 telecommunications and public utility entities. 

10 Q. Please outline your educational background and business experience. 

11 A. I graduated from the University of Illinois - Springfield in 1989 with a Bachelor degree 

12 in Accountancy. Upon graduation, I became employed by Kiesling Associates LLP (the 

13 fum) and worked there for over 4 years. My experience at the firm involved providing 

14 accounting, auditing, regulatory reporting, budgeting, costing, and individual & corporate 

15 income tax preparation primarily to small independent telephone companies. From 1993 

16 through 1996, I was employed by McGladrey & Pullen CPA’s (a big eight CPA tirm) and 

17 GROWMARK FS and serving also in the accounting services area. In 1996 I resigned 

18 and began practicing as a sole practitioner CPA. I built a practice from 1996 to 2000 to 

19 include four employees of which primarily provided audit, tax and accounting services to 

20 telephone, cellular, cable TV, and contractor clients. In 2001, I merged my practice and 

21 my employees with my previous employer Kiesling Associates LLP and was appointed 

22 partner-in-charge of their existing Springfield, IL branch office. In this capacity, I 
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currently am responsible for day-to-day management and all audit and accounting 

services provided from the Springfield o&e. 

What is your relationship with New Windsor Telephone Company? 

As an independent CPA, I provide accounting, income tax, financial statement 

preparation, and many other related accounting and regulatory services to the Company. 

What is the purpose of your testimony? 

The purpose of my testimony is to present the results of an earnings analysis for New 

Windsor Telephone Company. This analysis is being presented to determine whether the 

Company qualifies for state Universal Service support based on its rate of return. 

Does your testimony include any exhibits, and were these prepared by you or under 

your direction? 

Yes, my testimony includes New Windsor Telephone Company Exhibit 1, Schedule 1 .Ol. 

and New Windsor Telephone Company Exhibit 1, Schedule 1.02 which were prepared 

under my direction. 

What is the source of the amounts used in the Company’s earnings analysis? 

New Windsor Telephone Company Exhibit 1, Schedule 1 .Ol, Page 1 of 3 attached to my 

testimony shows the results of the Company’s earnings analysis. The amounts used in 

the earnings analysis were obtained t?om the Company’s trial balance for calendar year 

ended December 3 1, 2000, except for materials and supplies, line 2, which represents a 

13 month average. The Company has provided a copy of this trial balance report 

December 31, 2000 to Commission Staff in support of New Windsor Telephone 

Company Exhibit 1, Schedule 1 .Ol. 
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Please summarize the results of the Company’s earnings analysis shown on New 

Windsor Telephone Company Exhibit 1, Schedule 1.01, Page 1 of 3. 

This analysis shows that the Company has a return on rate base, or rate of return (ROR) 

of 5.21 percent. This is shown on Line 23. This corresponds to a ROR Funding 

Deficiency Including Income Taxes in the amount of $129,551. This amount is shown on 

Line 28. This means that the Company has a need for state Universal Service support 

based solely on the Company’s earnings level in the amount of $129,55 1. These results 

reflect an adjustment to total operating revenues by subtracting Illinois High Cost Fund 

support on line 15, an adjustment to net regulated plant on line 1. These adjustments will 

be explained below. 

Please explain the adjustment in the amount of $75,700 that you have made to 

increase net regulated plant on line 1 of the earnings analysis. 

The purpose of this adjustment is to reflect known and measurable changes that will 

occur to New Windsor Telephone Company’s plant for current projects in the first half of 

year 2001. These adjustments, as further explained in Exhibit 1, Schedule 1.02 are the 

result from paid for switching upgrades in the amount of $36,141, which work is nowin 

progress. New Windsor Telephone Company Exhibit 1, Schedule 1.03 and 1.04 are the 

invoices which New Windsor Telephone Company has paid to Nortel Networks, Inc. for 

these upgrades. 

Are invoices which New Windsor Telephone Company has paid to Nortel Networks, 

Inc. for the switch upgrades? 

Yes. 
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Does the Company’s Trial Balance Report December 31,200O and Form 23A reflect 

true and actual results? 

As stated in our Accountant’s Report that is included in Form 23A as filed with the 

Illinois Commerce Commission for the year 2000, we have prepared the financial 

statements and supplementary information included in the prescribed form, Illinois 

Commerce Commission Form 23A in accordance with Standards for Accounting and 

Review Services issued by the American Institute of Certified Public Accountants. The 

Company’s financial statements and records are in accordance with Generally Accepted 

Accounting Principles (GAAP) and FCC Part 32 accounting rules, 

Are you aware of any other known and measurable changes to the Company’s 

actual calendar year 2000 results that would impact the earnings analysis? 

No. I am not aware of any other changes that are known and measurable. 

Does New Windsor Telephone Company concur with Mr. Schoonmaher’s reeom- 

mendation that its affordable rate be established as the current weighted average 

rate for residential and business service? 

Yes, it does. 

Please summarize your testimony. 

The earnings analysis for New Windsor Telephone Company shows a ROR Funding 

Deficiency based on actual results for the year ending December 31, 2000 plus known 

and measurable changes. The amount of this deficiency is $129,551. Therefore, based 

solely on the results of the Company’s earnings analysis, New Windsor Telephone 

Company should receive annual state Universal Service support in the amount of 

$129,551. 
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1 Q. Does this conclude your direct testimony? 

2 A. Yes, it does 
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New Windsor Telephone Company 
Illinois Universal Service Funding Calculation 

Sased upon ICC Form 23A Report Data for December 31.2009 

Une# DESUiDtiUl swrce 

1 Net Regulated Plant FcimW4P8,NetPtant 

2 Mate-lak and Supplies hnentay Page 2, i?rMnnth Average 

3 Custaner Deposits Fwm234Pa,4C40 

4 ADIT - Rqutated Plant Fwm2?.&P6,41W+434o 

5 RateBasebeforeWlYk@CZ@k !iw1+line2-line3-lice4 

6 Working Capital Requirement 

7 TctaiOfzerating Eqxnses Fcnn 2% P 14, Total 

a Less: Depreciation Expanse Fam 23A. P 13.8560 

9 Total WC Operating we line7-tine8 

IO WC OE Requirement line9’45/360 

11 Ccmmissicn-Ordwzd Cash Balance Rg(uiremnt 

12 Total Waking Cap.&11 Requirement rme10+fire11 

13 TdalRateBase line5+linelZ 

14 Tota operating Rpranues Fan23A,Pli.Tctal 

15 Less: IIlk& High Cost Fund 

16 Net Operating Revenues line 14 -line 15 

17 Total Owing Expenses Form 234 P 14, Totat 

18 OtherOperatinglncandEqa-Net Fwm23A. P 15.71W 

19 OtherOperating Taws Form2~P15.7240 

20 Net Op Inc before Income T- line16-lines17,18,&19 

21 InnmeTax~se he34 

22 Net Opefatinglncome line 20 - line 21 

23 Return on Rate &se line221line13 

24 After-tax Cast of c;pital 

25 Target Net Operating Incane line 24 * line 13 

26 Adj to Achiee Target Return M RB line 26 - line 22 

27 Grass Reuenw Comersion Factar line 35 

28 ROR Funding Deficiency In&ding Inc Taxes line 26 * line 27 

29 Calculation of lnccme Tax Expeme 

30 Net Op 11x: before lnc Taxes line 20 

31 Illinois Inc 8 Rep TaEqww line 30 f 7.18% 

32 Ne(OplmbefueFedIncTaX line 30 - line 31 

33 Federal Incane Tax Eqwse line 32 * 34.W% 

34 Total Imputed lnume Tax me line 31 + line 33 

35 Gross R&ewe Ccmersion Fador I / ((1 - .07ia) * (1 - 24)) 

Page 1 of 3 

s 1.412.408 5 36.141 5 I.448549 

11,359 11,359 

7.446 7.446 
163.693 168.699 

1m763 

435.531 436,531 

124,476 124,476 

312,055 312.055 

39,037 

39,om 

1.322Tm 

562,928 562.928 
12.048 12048 

550,880 5w36o 
436,531 436.531 

1.845 1,845 
112.5W 112.504 

43,583 

66,921 

gl% 

11.21% - 

146.283 

79,362 
l.hu4 

129,551 

112.5o4 

6.078 

lo4.426 

3sso5 

43,583 

16324 
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1 December-99 

2 J~uary-00 
3 F&e 
4 March-00 

6 April-00 

6 May-o0 
7 JUll&KJ 
a J@-cQ 
9 Augl&co 
10 September-00 
11 October-00 
12 November-00 
13 Decembera 

14 13 Math Aveqe 
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Illinois Universal Service Funding Calculation 
Based upon ICC Form 23A Report Data for December 31,2ooO 

Material 8 Supplies Worksheet and Other Information 

511,685 

$11,683 

$11,686 

511.633 

511.663 

$11.683 

511.683 

$11,683 

511.683 

511.633 

511.683 

511,687 

$7.468 

$11,359 

Sal&ease Back Armngam& 

m The company does not have any sale(s)/leasa back arrangement. 
0 The company does have sale(s)/leasa back arrangement and has 

provided additional information to staff. 

Lease Agreement with Affiliates 
m The company doas not have any lease agreements with affiliates. 
0 The company does have lease agreements with affiliates and has 

provided additional information to staff. 

Trial Balances 
The Company has provided a copy of its 12/31/2ooO trial balance in 
support of the attached exhibits. 

Page 2 of 3 

Schedule 1.01 
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New Windsor Telephone Company 
Illinois Universal Service Funding Calculation 

Baaed upon ICC Form 23A Report Data for December 31,2M)o 

Line 

1 

2 
3 
4 
5 

6 

7 
a 
9 
IO 

II 

12 

13 

Local Revenues 
State Subscriber Line Charges 
State Access Revenues 
State High Cost Support 
State Special Access Revenues 

Total State Access 8 Local Revenues 

Federal Subscriber Lines Charges 
Federal Access Revenues 
Federal High Cost Support 
Federal Special Access Revenues 

Total Federal Access Revenues 

Mist Revenues 

Total Operating Revenues 

&!&g 
Foim23A,PlO,Tdakcai 
NetwwkSer&?Re\~nues 
Trial Balance 12/31/00 
Trial Balance 12/31/00 

Exhibt X. Line 15 
Trial Balance 12/31/00 

Sum(Lnl-5) 

Trial Balance 12/31/00 
Trial Balance V/31/00 
Trial Balance 12f31/00 
Trial Balance Q/31/00 

Sum (Ln 7 - IO) 

Trial Balance V/31/00 

Ln6+Lnll+LnlZ 

page3or3 

$ 
5 
S 
5 
s 

5 

S 
5 
S 
$ 

$ 

5 

57,471 
88,740 

135.658 
12,048 
3,973 

297,890 

29,633 
125,818 
85,584 
8,866 

249,901 

15,137 

5 562,928 
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New Windsor Telephone Company 
Summaly of Adjustmenk 

Adjusm 1 Dr. CC 

RTB Stock “OW 

TorecodRTBCtassBsto&inrakbase 

To rswd Nortel Networks mnbxct for DMS-10 SR-tan switching equipment (not delivered as of lZi31100). 
Contract amount - detail 

attached 5 36.141 

$ 36,141 
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NmTEL 
NETWORKS- 

New nlnasar 
INVOICE Exhibit I 

Sched. 1.03 
NO. 1-8 81459829 

QUOTE INVOICE NlJMBeR AND 
DATEONALLCORXBPONDENCE 

. r.-- 
SOLD TO: RJZMIT TO: 

NZW WINDSOR TELEPHONI: CO. 
ATTN: MARY LXNKZR 
305 s. FIPTH STREET 
NEW WINDSOR. IL 61465 

Nartel Networks Inc. 
3985 Collection Center Drive 

IL 60693 Chicago 

SHIF'TO: TERMS I PVRCWORDERNO. 
NET 30 DAYS SEE aRLow 

INVOICEDATE clJsToMER ID 
02/23/(11 1*15000 

SHIPDhTE , ORDERID 108YO. ; SlTELcxxlI0N / ADDRESSCODE-GEOCODE 

KK9192 / Eli9292 bd WI~SOR ,I: j 01 141315423 

CFCCODE’ 1 DE5CNPTI0N / VNII PRlcs / Txu..un 

ENGINEER, PURNISE AND INSTALL AN - SION 
. .~ ATE-NEW WIhiSOX 

PURGIASE 
0050 1.00 i;?L SOFT-d&E 

OR9ER NIMBER IS SRTRN AGRESbPZ.S-2 
5000.00 jOCC.00 

0060 1.00 ENGINEERING 5000 .oo 5300 .GO 
0070 1.00 INSTALLATION 3000.00 3300 .oo 
0390 1.00 MAZZRIALS 4625.00 4525 .OO 
9996 STATE TAX 3 C6.2500 289.06 

IF~THERE ARE ANY QrJESTIONS CONCERNING TEIHIS 
PAP? RUG (972) 684-8190 

PLEASE CHECK THE 
WE KAVR MRDE SOME 

MXlERLUWJSTNOTBEFZTUWEDWTHOL7 OBTAlXI7NCWWrTEX 
AUT-lORIUITION 

TOTAL 
AMOLXK 5:7.914.06 

117 azc ri 
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NDTEL 
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INVOICE k-3, Exhibit 1 

NO. =*- 8~460295 Z?&hed. 1.04 
QUOTE INVOICE NLMBEUAND 
DATE ON ALL COSRESUNDWCE 

r.uJ!s L 

SOLDTO: REMITTO: 
?JEw WINDSOR TELEPHONR C3. 
ATT??: MA'RY LINKER 
305 S. PI?TR STREST 
NEW WINDSOR, IL 61465 

Nortel Nemmrkc Inc. 
3985 Collection Center Drive 
Chicago IL 60693 

SHIPTO: -1s I iTJRCxA.sE ORDER x0. 
NET 30 DAYS 

! 
LOA 

INVOICE DATE CUSTOMSRID 
02/z/01 I 1416000 

MU'DATE I ORDEX ID IORYO. 1 LGCATION ! .ADDRESSCODE-GEOCODE 

ma254 / HH8254 bEW,",SCR ,IL / 01 141315423 

y"" / QluNTrry / CPC CODE D.ESCmON 1, UNIT PRICE TOTAL A.w 
aNG:PiEER, FURNISH AND INSTALL AN EXTENSION 
;?T KNEW !dx!xOR 

1040 1.00 ENGih*lEPING 5000.00 5000.00 
1050 1.00 INSTALLAZDN 3000.00 30‘20.50 
lC60 1.00 MATZRIALS 9625.00 9625.33 
3996 STATE TAX 1 06.2530 601.56 

F?TfW& ARE A.. QU&StIONS CONCERNING TWIS INVOICE P&E&SE CONTACT: 
(972) 684-8190 

PLEASE C?BClC TRZ RWT TO ADDRESS ON THIS IXVOIC?.... 
WE RAVE HRDR SOME -ES......: TZANX YOU. 

.~'.- two:. " ZioTE- P&ST DUE AM0uN-n MAY ISCUR rrmaF37 


